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and Medium Enterprises in Malaysia 
Ismail Ah. Wahah 
Zarina Sail eh 
Laila Mohammad Kamaruddin 
This paper presents findings of a research study designed to investigate the 
current financing practices and problems of women-owned small and medium 
enterprises (SMEs) in Malaysia. Despite the rapid expansion in the range of 
financial initiatives, there is a widespread perception that financing difficulties 
continue to exist and hinder the growth of women-owned SMEs. This study 
investigates the financing practices of women-owned SMEs and discusses the 
existence or otherwise of financing difficulties. Our empirical research shows 
that, in addition to personal savings of the entrepreneurs and the retained 
profits of the firms, the majority of women entrepreneurs in Malaysia use external 
sources to finance their businesses. However, the results also reveal that women-
owned SMEs in this country still face difficulties in raising external finance. 
While a significant number of women entrepreneurs have been successful in 
their applications for external finance, the majority of them have problems 
financing their business operations and expansion. Notwithstanding the 
complexities, they normally manage to obtain a certain amount of funding, 
which is still insufficient to support working capital and expansion 
requirements. 
Introduction 
Theories on women entrepreneurs have emerged as a result of extensive research 
in developed countries (Birley, 1989; Carter & Cannon, 1992). However, studies 
in this area are still scarce in developing countries (Allen & Truman, 1993; 
Hisrich & Ozturk, 1999). More studies of women entrepreneurs in developing 
countries are needed because of the increasing importance of the role of women 
entrepreneurs in contributing to the growth of the economy of the countries 
through the development of small and medium enterprises (SMEs). It has been 
well-established that SMEs play a critical role in assisting economic growth, 
improving the health of the economy, reducing unemployment, and promoting 
flexibility and innovation (Storey, 1994; Wilson, 1995). 
In Malaysia, women-owned businesses are pivotal to the progress of the 
country's SME sector, which is a key economic engine. Promoting women-owned 
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SMEs is an important platform in the Eighth Malaysia Plan (2001 - 2005), and 
this governmental agenda has borne fruit. As of 2003, women reportedly made 
up almost one-third of about 57,000 entrepreneurs who received various types 
of financial support from government schemes (New Straits Times, 7 October 
2003). The results of the latest Labour Force Survey issued by the Department ot^ 
Statistics showed that women employers comprised 1 1.8 percent of the total 
number of employers in Malaysia in 2001. This figure showed an increase of 48 
percent within five years from 24,200 women employers in 1996 to 36,000 in 2001, 
and indicates the significant role and contribution of women-owned SMEs to 
the economic development of Malaysia (Department of Statistics, 2001). 
This is an excellent start, but women-owned SMEs cannot fulfill their full 
potential if the playing field is uneven, especially in the critical area of funding 
for start-ups and expansion. Compared to male entrepreneurs, women face more 
difficulty in obtaining external finance (Fariza & Md Zabid, 1992), which exposes 
them to a higher risk of failure. They are further stymied by lack of collateral for 
bank borrowing (Hisrich & Brush, 1984) and face discrimination when accessing 
business markets (Carter, 2000). 
Many developments have occurred in private and public sector markets 
serving SMEs in this country. The Malaysian Government has established a 
number of specialised financial institutions and schemes aimed at ensuring that 
SMEs have access to credit at reasonable cost, quickly and with minimum 
paperwork. However, the availability of external finance has still been identified 
as a major obstacle for Malaysian SMEs wishing to expand (Boocock & Ismail. 
2001 ;Chee Peng Lim, 1992). 
Despite the rapid expansion in the range of financial initiatives, there is a 
widespread perception that financing difficulties continue to exist and hinder 
the growth of women-owned SMEs. This study investigates the financing 
practices of women-owned SMEs in order to prove (or disprove) this contention. 
Financing of Women-owned SMEs 
Financial Needs and Problems of Women-owned SMEs 
According to Bates and Hally (1982), the SMEs' needs for finance can be 
categorised as follows: start-up capital to create a new business; expansion 
finance to replace fixed assets or invest in permanent working capital to support 
increased turnover; venture capital to finance projects where a significant degree 
of risk is attached; and finally, adjustments to the existing financial structure o( 
the business, typically changing the proportion of equity to debt or replacing 
short-term with longer-term debt. 
Like their male counterparts, women-owned SMEs often cite the difficulty 
of borrowing external funds to finance business start-up, working capital and 
expansion. Although it is not a gender-specific problem, women do face more 
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difficulties in obtaining financial support to start their business ventures (Carter 
& Cannon, 1992; Smallbone et al. 2000). Thus, they rely more on personal savings, 
credit cards and family contributions (Coleman & Carsky, 1996), which in turn 
leads them to venture into businesses that require lower initial investment. 
Typically, women choose to venture into businesses based on their previous 
working experience, interests or hobbies and thus are predominantly in the 
service and retail sectors. Consequently, they pay less attention to outside 
financing that impose stringent requirements such as collateral or guarantors. 
Women are less likely to seek financing from banks or financial institutions, 
again due to their ability to solicit funds from other sources (Carteret al., 1997), 
especially from family members and friends (Haynes & Haynes, 1999). Also, the 
form of business entity chosen by women influences the types of external finance 
used. Women who form proprietorship or partnership businesses are less likely 
to borrow from banks compared to those registered as a private limited company 
(Haynes & Helms, 2000). Others argue that women entrepreneurs are reluctant 
to ior^o their equity in exchange for fund needed to grow their businesses. 
Instead, they prefer personal loans or credit cards to support their financial 
requirements (Thomas, 2001). 
Carter (2000) summarises the financial problems faced by women 
entrepreneurs: First, women lack ability to generate start-up capital; second, 
women are not able to meet the collateral or security requirement imposed by 
financial institutions because they do not have enough assets in their business 
and they lack the credit track record; third, women are weak in penetrating the 
informal financial network; and fourth, the relationship between women 
entrepreneurs and credit officers is put at risk by the presumption of women's 
inability to pay back loans. 
Financial Support for Women Entrepreneurs 
Entrepreneurial activity among Malaysian women is diverse; many are full-time 
businesswomen who own formal and registered businesses while some are 
involved in part-time business activities. Yet another group runs informal, 
unregistered, micro, cottage-industry type activities. 
These differences reflect the different motives of Malaysian businesswomen. 
Earlier support for women's participation in business was directed towards 
activities to supplement family income, especially in home-based and cottage 
industries. Group activities, such as the Kumpulan Pertanian Wan it a or Women's 
Agricultural Groups organized by the Department of Agriculture, were introduced 
to spur participation of rural women in entrepreneurial activities. However, 
realizing women's latent potential to help drive the economy, more positive 
steps to develop them were taken in the late 1990s. 
The Malaysian government supports SME development through the core 
banking system by providing various financial schemes. The government has 
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established a number of funds through the Central Bank and some Ministries. 
Such funds offer reasonable financing schemes to rehabilitate ailing business 
and promote investment in priority sectors (Bank Negara Malaysia; various 
annual reports), such as the Small Entrepreneur Guarantee Scheme, the New 
Principal Guarantee Scheme, the Direct Access Guarantee Scheme, the Special 
Relief Guarantee Scheme, the Islamic Banking Scheme, the Fund for Food, the 
Bumiputera Entrepreneur Project Fund, the Fund for Small and Medium Industries 
2, and the New Entrepreneur Fund 2. All these funds offer financing at reasonable 
cost on generous repayment terms. The government has also recently established 
the Small Debt Resolution Mechanism to assist viable SMEs that are constrained 
by non-performing loans. 
Specifically for women, the government has allocated RM18 million in the 
Eighth Malaysia Plan for grants and various schemes of financial assistance 
under the Special Assistance Scheme for Women Entrepreneurs. This fund was 
launched in 1999 and a total of RM44.5 million has been disbursed to 410 
applicants between then and April 2004 (SMIDEC, 2004). 
Women entrepreneurs also enjoy certain privileges compared to their male 
counterparts when applying for financial assistance or other business-related 
programs. For example, the Small and Medium Industries Development 
Corporation has opened special windows for women entrepreneurs, which is a 
facility that is not available to male entrepreneurs. The Ministry of Entrepreneurs 
and Cooperative Development also offers programs for women, especially for 
single mothers, to assist them in business. 
The increasing number of trade and business associations formed by women 
also reflects their growing presence in business. The Federation of Women 
Entrepreneur Associations Malaysia has 15 different associations affiliated to it 
as of June 2004, an increase of 150 percent since its inception in 1997. 
In spite of their progress, women entrepreneurs in Malaysia face similar 
challenges like their counterparts in other countries, such as the perennial problem 
of not being taken seriously by financial institutions and the need to reset both 
internal and external mindsets. Bankers' pessimistic presumptions may hinder 
women entrepreneurs in growing and developing their ventures. A Malaysian 
Minister in charge of entrepreneur development postulates that women are shy 
in asking for funding (because of negative perceptions) and consequently they 
are left behind compared to men. 
Women may also need to break out of the "feminine" mould. Though 
regulations do not restrict them to certain types of businesses, women 
entrepreneurs in Malaysia are highly visible in traditional sectors such as food 
service, beauty, tailoring, pre-school and child care, and retail trade. Although 
there is no explicit criticism, the participation of a handful o( women in non-
traditional sectors such as manufacturing, construction and high technology-
based ventures is perceived as odd and many doubt their capabilities, perhaps 
due to strong cultural values that confine women to maternal and domestic 
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roles. Such cultural straightjackets in turn become a unique challenge faced by 
women entrepreneurs. 
The Survey 
In the absence oi reliable official data, the sampling frame for this study was 
developed using information obtained from the Small and Medium Industries 
Development Corporation and the Malaysian Entrepreneurship Development 
Centre, Universiti Teknologi MARA. The main empirical instrument was 
questionnaire. From the sampling frame, 270 SMEs were approached and 115 
(42.5%) responded to our questionnaires. To complement the questionnaire 
survey, a number of personal interviews were conducted. A total of 29 women 
entrepreneurs from among the respondents were the subject of in-depth and 
semi-structured interviews. 
Results and Analysis 
Characteristics of Women Entrepreneurs and Their Businesses 
Most of the respondents fall between the ages of 31 to 40 years old (42 percent) 
and 41 to 50 years old (35 percent) (Table 1). Most are married (86 percent) and 
about 14 percent are unmarried or single. Almost 50 percent of the respondents 
have high school education and only 34 percent have some form of tertiary 
education. In contrast, a substantial majority (78 percent) have undergone some 
training in business and management. About 72 percent had some work experience 
before operating their present businesses. 
About 84 percent of the women-owned firms had been in business for less 
than 10 years, with 26 percent in the 6 - 1 0 years category. 85 percent employ 
fewer than 10 employees (Table 2). In terms of start-up capital size, a significant 
majority or 63 percent of the sample firms started their businesses with less than 
RM20,000. Only one-fourth (25 percent) of the businesses have private limited 
company status; the remaining, unincorporated businesses consist of sole 
proprietors (64 percent) and partnerships (10 percent). Three business sectors -
services, wholesale and retail - account for more than 85 percent of the sample, 
while the remaining businesses are in manufacturing (7 percent) and other sectors 
(8 percent). 
Sources and Patterns of Start-up Finance 
Table 3 shows that funds from personal savings are the most frequently used 
source (83 percent), and Table 4 indicates that most respondents (67 percent) 
use only one source of finance for business start-ups. 
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Table 1: Women Entrepreneurs Characteristics 
Characteristics Frequency Percent Cumulative 
Percent 
Age of Entrepreneur 
21 - 3 0 years 
31 - 40 years 
4 1 - 5 0 years 
50 years and above 
48 
40 
19 
7.0 
41.7 
34.8 
16.5 
7.0 
48.7 
83.5 
100.0 
Marital Status 
Single (including single mother) 
Married 
Level of Education 
Primary School 
Lower Secondary (SRP/LCE/PMR) 
High School (SPM/MCE/STPM) 
Certificate/Diploma 
Degree or Equivalent 
Attended Training 
No 
Yes 
Had Previous Work Experience 
No 
Yes 
115 
16 
99 
115 
8 
1 1 
57 
25 
14 
T55 
25 
90 
775 
32 
83 
TT5 
100.0 
13.9 
86.1 
100.0 
7.0 
9.6 
49.6 
21.7 
12 2 
100.0 
21.7 
78.3 
100.0 
27.8 
72.2 
100.0 
13.9 
100.0 
7.0 
16.5 
66.1 
87.8 
100.0 
21.7 
100.0 
27.8 
100.0 
Use of External Finance 
Table 5 confirms that the majority (68 percent) of the women-owned SMEs use 
external sources of finance, whereas 37 respondents (33 percent) have chosen 
not to use external finance. Their reasons for not using external finance are 
shown in Table 6. 
Sources and Patterns of External Finance 
Of the 77 respondents using external finance, bank loans and trade credit are the 
most popular sources at 40 and 36 percent respectively (Table 7). About 20 
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Table 2: W o m e n - o w n e d Business Characteris t ics 
Characteristics Frequency Percent Cumulative 
Percent 
Age of Business 
5 years & below 
6 - 10 years 
1 1 - 1 5 years 
1 6 - 2 0 years 
20 years & above 
04 
:<s 
9 
5 
3 
58.7 
25.7 
8.3 
4.0 
2.S 
58.7 
84.4 
92.7 
97.2 
100.0 
109 100.0 
* Missing cases = 6 
Employment Size 
1 - 9 employees 
10 - 19 employees 
20 - 29 employees 
30 - 39 employees 
40 & more employees 
Start-up Capital Size 
RM 10,000 & below 
RM 10,001 - RM20,000 
RM20,001 - RM30,000 
RM30,001 - RM40,000 
RM40,001 - RM50,000 
RM50,001 & above 
Form of Business 
Sole-proprietor 
Partnership 
Limited Company 
Business Sectors 
Services 
Wholesales 
Retail/Distribution 
Manufacturing 
Others 
MS 
7 
3 
4 
3 
15 
40 
29 
1 1 
4 
3 
22 
15 
74 
12 
29 
15 
43 
28 
27 
S 
l) 
85.2 
6.1 
2.6 
3.5 
2.6 
100.0 
36.7 
26.6 
10.1 
3.7 
2.8 
20.2 
100.0 
64.4 
10.4 
25.2 
100.0 
37.4 
24.3 
23.5 
7.0 
7.S 
85.2 
91.3 
93.9 
97.4 
100.0 
36.7 
63.3 
73.4 
77.1 
79.8 
100.0 
64.4 
54.8 
100.0 
37.4 
61.7 
85.2 
92.2 
100.0 
1 15 100.0 
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Table 3: Sources of Start-up Finance 
Sources of Finance Frequency Percent (N = 115) 
Personal Savings 
Family 
Loan from Financial Institutions 
Partners' Contribution 
Friends 
95 
29 
18 
6 
5 
83.3 
25.4 
15.8 
5.3 
4.4 
Table 4: Sources of Start-up Finance 
Sources of Finance Frequency Percent (N = 115) 
Personal Savings 
Family 
Loan from Financial Institutions 
Partners' Contribution 
Friends 
95 
2() 
18 
6 
5 
83.3 
25.4 
15.8 
5.3 
4.4 
Table 5: Use of External Finance 
Use of External Finance 
Did not use external finance 
Used external finance 
Total 
Frequency 
37 
77 
114* 
Percent 
32.5 
67.5 
100.0 
* Missing case = I 
Table 6: Reasons for Not Using External Finance 
Reasons Frequency Percent 
External finance is not required at 
the moment 
Do not know how to apply 
Do not know where to apply 
Other reasons 
20 
9 
3 
5 
54.2 
25.0 
8.3 
12.5 
Total 37 100.0 
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Table 7: Sources of External Finance 
Sources 
Bank Loan 
Trade Credit 
Government-Backed Schemes 
Hi re-Purchase 
Others (Factoring/Leasing/Venture 
Frequency 
31 
2S 
15 
14 
Capital) 8 
PercentN = 
40.3 
36.4 
19.5 
18.2 
5.2 
--11 
percent of the respondents use government-backed financing schemes and 18 
percent use hire-purchase. Only 5 percent of the respondents resort to other 
sources (leasing, factoring and venture capital). 
Table 8: Patterns of External Finance 
Sources Frequency PercentN = 77 
One source 1 1.3 
Two sources 12 15.6 
Three sources 43 55.8 
Four or more sources 21 27.3 
Total 77 100.0 
Table 8 illustrates the composition of external finance sources and shows 
that a significant majority (83 percent) use three or more sources of external 
finance while only 1 respondent uses one source of external finance. 
Financing Difficulties 
Table 9 indicates the mean scores of difficulties faced by respondents in obtaining 
finance. They were asked to score each of the difficulties (lack of start-up finance, 
lack of working capital finance, and lack of expansion finance) on a Likert-type 
scale oi' 1 to 5. Two difficulties are dominant: lack of expansion finance and lack 
of working capital finance. 
Of the 77 respondents who applied for external finance recently in the last 
three years, 62 (81 percent) were successful in obtaining financing (Table 10). 
About one-fifth (20 percent) of the respondents failed to obtain financing and 
were asked to indicate reasons for their failure by asking them to score each of 
the five reasons on a Likert-type scale of 1 to 5; the mean scores are shown in 
Table 11. There is little variation between the scores, but "lack of collateral" is 
definitely an important issue for this sub-group within the sample. 
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Table 9: Financing Difficulties 
Difficulties 
Lack finance for expansion 
Lack of working capital finance 
Lack of start-up capital 
Mean 
3.60 
3.41 
2.85 
Standard 
Deviations 
1.41 
[33 
1.65 
Variance 
1.99 
1.77 
2.72 
a. N= 115 
h. The mean scores for the problems are derived from a five-point Likert-type 
scale, with "5" denoting significant problem and "1" not significant problem. 
Table 10: Status of Recent Application for External Finance 
Application f 
Not successful 
Successful 
Total 
Table 11: 
Reasons for Fa 
or Expansion Finance 
Perceived Reasons 1 
ilure 
for F; 
Fr equen< 
15 
62 
77 
uilure in Obta 
Mean 
-y 
ining Extern 
Standard 
Deviation 
Percent 
19.5 
80.5 
100.0 
al Finance 
Variance 
Lack of collateral 3.13 1.64 2.70 
Lack of management competency 2.67 1.17 1.38 
Lack of adequate business plan 2.53 1.41 1.98 
Lack of project viability 2.53 1.25 1.55 
Lack of personal financial contribution 2.33 1.23 1.52 
a. N = 15 
b. The mean scores for the problems are derived from a five-point Likert-type scale, with 
"5 " denoting significant problem and " / " not significant problem. 
Bivariate Correlation Analysis 
To establish whether entrepreneurial characteristics correlate to problems, the 
Spearman bivariate two-tailed correlation coefficient was used. This coefficient 
has a considerable advantage of having direct probabilistic interpretation, 
therefore it is the appropriate measure of association between two ordinal 
variables used in this study (de Vaus, 1990). 
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Use of External Finance and Characteristics of Entrepreneurs 
and Their Businesses 
Table 12 provides Spearman coefficient indices to measure the association 
between the use of external finance and the characteristics of the entrepreneurs 
and their businesses. The result shows no significant association between the 
use o\^ external finance and entrepreneurial characteristics. Where business 
characteristics are concerned, there is a positive significant association between 
the use o( external finance and the age o( the business, suggesting that older 
firms are more likely to use external finance. 
Types of External Finance and Characteristics of Entrepreneurs 
and Their Businesses 
Table 13 shows the Spearman coefficient indices of the association between 
various types o( external finance and the characteristics of the entrepreneurs 
and their businesses. The statistical significance oi^ the coefficients permits 
three conclusions. First, entrepreneurs with some training in business and 
management are more inclined to rely on bank loans. Second, a negative significant 
association between work experience and the use of trade credit suggests that 
entrepreneurs with some work experience are less likely to use this type of 
external finance. Third, the positive significant association between the level of 
education and other sources o( finance suggests that the education level of the 
entrepreneurs has a significant intluence upon the use of other sources such as 
leasing, factoring and venture capital. 
There are four significant links between business characteristics and 
financing. First, legal forms of business appear to have a significant influence on 
the use of bank finance. The result suggests that private limited firms are more 
likely than unincorporated firms (sole proprietor and partnership) to use bank 
finance. Second, a positive significant association between the employment size 
and the use of hire-purchase shows that the larger the firms, the more likely they 
are to use hire-purchase finance. Third, a positive significant association between 
employment size and the use of other sources of finance indicates that employment 
size has a significant influence upon the use oi other sources of finance, 
particularly leasing, factoring and venture capital. If employment size is used to 
reflect the size o( the business, then the result signals positive association 
between size o( the business and use of other types of financing facilities. 
Fourth, the legal form of the business appears to have a positive influence on 
the use of other sources of finance; private limited firms are more likely to use 
other sources (leasing, factoring and venture capital). 
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Table 12: Spearman Correlation Coefficients - Entrepreneur/Business 
Characteristics and Use & Status of Recent Application for External Finance 
Characteristics Use of External 
Finance (N = 1 14) 
Characteristics of Women Entrepreneurs: 
AGE OF ENTREPRENEUR 
Correlation Coefficient -.022 
Sig. (2-tailed) .817 
MARITAL STATUS 
Correlation Coefficient -.114 
Sig. (2-tailed) .228 
LEVEL OF EDUCATION 
Correlation Coefficient .017 
Sig. (2-tailed) .859 
ATTENDED TRAINING 
Correlation Coefficient .085 
Sig. (2-tailed) .366 
HAD PREVIOUS WORK EXPERIENCE 
Correlation Coefficient . 109 
Sig. (2-tailed) .248 
Characteristics of Women-Owned SMEs: 
AGE OF BUSINESS (n = 109) 
Correlation Coefficient .287*:i 
Sig. (2-tailed) .003 
EMPLOYMENT SIZE 
Corre 1 at i on Coe ffi cient -.026 
Sig. (2-tailed) .786 
START-UP CAPITAL SIZE 
Correlation Coefficient -. 167 
Sig. (2-tailed) .093 
FORM OF BUSINESS 
Correlation Coefficient . 104 
Sig. (2-tailed) .272 
* Correlation is significant at the 0.05 level (2-tailed) 
** Correlation is significant at the 0.01 level, (2-tailed) 
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Table 13: Spearman Correlation Coefficients - Entrepreneur/Business 
Characteristics and Types of External Finance Used 
Govt-
Trade Backed Hire-
Characteristics
 B a n k C r e d i t S c h e m e purchase Others 
(N=77) (N=77) (N=77) (N=77) (N=77) 
Characteristics of Women 
Entrepreneurs: 
AGE OF ENTREPRENEUR 
Correlation Coefficient 
Sig. (2-tailed) 
MARITAL STATUS 
Correlation Coefficient 
Sig. (2-tailed) 
LEVEL OF EDUCATION 
Correlation Coefficient 
Sig. (2-tailed) 
ATTENDED TRAINING 
Correlation Coefficient 
Sig. (2-tailed) 
HAD PREVIOUS WORK 
EXPERIENCE 
Correlation Coefficient .184 -.229* -.049 .028 .142 
Sig. (2-tailed) .109 .045 .670 .810 .219 
Characteristics of Women-
Owned SMEs: 
AGE OF BUSINESS 
Correlation Coefficient 
Sig. (2-tailed) 
EMPLOYMENT SIZE 
Correlation Coefficient 
Sig. (2-tailed) 
START-UP CAPITAL SIZE 
Correlation Coefficient 
Sig. (2-tailed) 
FORM OF BUSINESS 
Correlation Coefficient 
Sig. (2-tailed) 
* Correlation is significant at the 0.05 level, (2-tailed) 
** Correlation is significant at the 0.01 level. (2-tailed) 
.055 
.638 
-.054 
.865 
.187 
.034 
225* 
.050 
-.125 
.281 
-.020 
.076 
-.165 
.104 
-.145 
.208 
.115 
.323 
.203 
.621 
-.030 
.153 
-.026 
.826 
.100 
.391 
-.057 
.687 
. 130 
.797 
-.008 
.948 
-.066 
.569 
.047 
.640 
.242* 
.261 
-.071 
.537 
-.128 
.272 
.089 
.099 
.233 
.050 
.360 ** 
.001 
-.151 
.196 
-.074 
.129. 
-.041 
.731 
-.120 
.300 
.033 
.982 
-.002 
.986 
-.160 
.183 
-.208 
.069 
-.058 
.624 
.290* 
.011 
.002 
.987 
.075 
.519 
.057 
.629 
377** 
.001 
.031 
.796 
.270* 
.018 
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Types of Financing Difficulties and Characteristics of Entrepreneurs 
and Their Businesses 
Table 14 presents the Spearman coefficient indices to measure the association 
between types of financing difficulties and the characteristics o( the 
entrepreneurs and their businesses. Some statistically significant associations 
are observed. With regard to entrepreneurs' characteristics, both education and 
training levels have significant negative associations with the difficulty in 
obtaining start-up finance. The result suggests that entrepreneurs with a lower 
level of education are more likely to encounter difficulty in obtaining start-up 
finance and entrepreneurs who have not participated in any training program are 
more likely to face this problem too. The significant negative association between 
education level and lack of working capital finance also suggests that the 
entrepreneur's education level has a significant influence on working capital 
conditions. There is a significant negative association between the entrepreneur's 
experience and the lack of expansion financing, suggesting that ease in obtaining 
expansion finance improves with the amount of work experience. 
Business characteristics also carry significant associations with financing. 
There are significant negative associations between the age of the business and 
both the lack of working capital finance and expansion finance, suggesting that 
older firms are less likely to face problems obtaining funds for working capital 
and expansion. Employment size carries similar patterns. There is a significant 
negative association between employment size and lack of expansion finance, 
suggesting that firms with a larger number of workers face fewer problems in 
generating funds for expansion. 
As anticipated, there is a significant negative association between start-up 
capital size and lack of start-up finance. The result reveals that firms with small 
amount of start-up capital are more likely to encounter difficulties in financing 
their ventures. A significant negative relationship is also observed between 
forms of business and the lack of expansion finance, suggesting that firms 
which are incorporated are less likely to face problem in generating expansion 
finance. 
Analysis of Findings 
The descriptive analysis, supplemented by Spearman bivariate correlation 
analysis, enables us to explore the critical relationship between the financing 
practices and problems of women-owned SMEs in Malaysia. 
The majority of sample women entrepreneurs are between 31 and 40 years 
old. This study shows similarities in terms of age between women entrepreneurs 
in Malaysia and their counterparts in most other countries. The study exposes 
an interesting development - women are beginning to venture into business at 
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Table 14: Spearman Correlation Co 
Characteristics and Types 
Characteristics 
Characteristics of Women Entrepreneurs: 
AGE OF ENTREPRENEUR 
Correlation Coefficient 
Sig. (2-tailed) 
MARITAL STATUS 
Correlation Coefficient 
Sig. (2-tailed) 
LEVEL OF EDUCATION 
Correlation Coefficient 
Sig. (2-tailed) 
ATTENDED TRAINING 
Correlation Coefficient 
Sig. (2-tailed) 
HAD PREVIOUS WORK EXPERIENCE 
Correlation Coefficient 
Sig. (2-tailed) 
Characteristics of Women-Owned SMEs: 
AGE OF BUSINESS 
Correlation Coefficient 
Sig. (2-tailed) 
EMPLOYMENT SIZE 
Correlation Coefficient 
Sig. (2-tailed) 
START-UP CAPITAL SIZE 
Correlation Coefficient 
Sig. (2-tailed) 
FORM OF BUSINESS 
Correlation Coefficient 
Sig. (2-tailed) 
Correlation is significant at the 0.05 le 
** Correlation is significant at the 0.01 le 
efficients - Entrepreneur/Business 
o\'Financing Difficulties 
Types o\' Financing Difficulties 
Lack of Lack of Lack of 
Start-up W/Capital Expansion 
Finance Finance Finance 
(N= 108) (N =111) (N= 107) 
-.055 -.103 .006 
.571 .281 .948 
-.004 -.013 .009 
.908 .894 .926 
-.218:!: -.283** -.193 
.024 .003 .046 
-.267** .068 .006 
.005 .477 .954 
-.146 -.099 -.221* 
.131 .301 .022 
-.016 -.248* -.276** 
.871 .011 .005 
.010 -.042 -.283** 
.917 .664 .003 
-.304** -.182 -.261 
.002 .061 .008 
-.042 -.284 -.502** 
.664 .003 .000 
re I, (2-tailed) 
rel, (2-tailed) 
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a younger age, i.e. below 30 years old. Although the percentage is relatively 
small, the number is expected to increase within the next few years given the fast 
changing profiles of women in higher education and their improving knowledge 
inlCT. 
The majority o( sample women-owned firms are unincorporated (sole-
proprietorship and partnership) with fewer than 10 employees. Based on the 
total number of employees and the amount of start-up capital, the overall size o( 
the businesses owned by the respondents is relatively small. Approximately 68 
percent of the respondents use external finance. 
Provided that the statistical test used is appropriate and the measurement 
requirement is satisfied, it appears that none o( the women entrepreneurs" 
characteristics can be associated with the use of external finance. With regard to 
business characteristics, statistical analysis has shown that older firms are more 
inclined to rely on external finance. Banks are the most important sources o( 
external finance, particularly among private limited firms, and this finding is very 
much consistent with that o( Haynes and Helms (2000). Younger firms are more 
inclined to rely upon the entrepreneurs' personal savings. There is heavy reliance 
upon non-bank sources, particularly trade credit and hire purchase. Although 
factoring, leasing and venture capital are less important, there is a significant 
relationship between employment size and these sources o( finance - larger 
firms are more likely to rely on factoring, leasing and venture capital. Government-
backed financing schemes play a relatively major role in financing women-owned 
businesses. 
The majority of sample firms have succeeded in their most recent applications 
for external finance. The main reason given by firms that failed to obtain finance 
is lack of collateral. This study however reveals that private limited firms are able 
to raise external finance, which supports previous research findings suggesting 
that limited company status gives the firms greater credibility and therefore 
helps to solve the firms' financing difficulties. 
There are significant associations between entrepreneur characteristics and 
financing problems. The level of education and training is inversely associated 
with the lack of start-up finance, illustrating the importance of education and 
training in influencing the ease oi obtaining finance for business start-up and 
working capital. A significant negative association between the entrepreneur's 
experience and the lack of expansion finance shows entrepreneurs* work 
experience facilitates obtaining expansion finance. 
There is a very strong significant association between the form of business 
entity and the lack of finance for expansion - unincorporated firms are more 
likely to face difficulty in raising expansion finance. Furthermore, firms which are 
unincorporated are constrained by the limited amount of collateral, which are 
usually restricted to the entrepreneur's personal assets. 
Both the age of the business and its employment size have an impact on 
financing. This finding suggests that younger and smaller firms are more likely 
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to face difficulty in obtaining finance for expansion, which usually stems from 
the lack of collateral. As anticipated, firms with a large start-up capital face no 
difficulty in raising start-up finance. 
Conclusions and Implications 
Our empirical research shows that, in addition to personal savings of the 
entrepreneurs and the retained profits o{ the firms, the majority of women 
entrepreneurs in Malaysia use external sources to finance their businesses. 
However, the results also reveal that women-owned SMEs in this country still 
face difficulties in raising external finance. While a significant number of women 
entrepreneurs have been successful in their applications for external finance, 
the majority o( them have problems financing their business operations and 
expansion. Notwithstanding the complexities, they normally manage to obtain a 
certain amount o[ funding, which is still insufficient to support working capital 
and expansion requirements. 
Overall, most women entrepreneurs rely on debt finance. In many cases, 
they have turned to non-bank sources, particularly trade credit and hire purchase. 
Other non-bank sources, including leasing and factoring, are less favoured. 
However, a significant number oi' women entrepreneurs have resorted to 
government-backed financing facilities. The government has recognised the 
potential benefits of women-owned SMEs and it has not hesitated to introduce 
direct and indirect financing measures to support this group of entrepreneurs. 
The conclusions of this study carry important implications for current and 
future training programs for women entrepreneurs. Training programs should 
focus on improving the financial skills o\' the entrepreneurs and emphasise 
business and financial planning, because previous studies have shown that 
realistic and workable business plans are critical in raising external finance. 
This empirical study also addresses the important gap in the current literature 
on women entrepreneurs and women-owned businesses in Malaysia. Previous 
studies have dealt with the characteristics o( Malaysian women entrepreneurs 
and their businesses. However, the samples are mostly geographically confined 
to a specific region. On the other hand, the samples of our study are geographically 
dispersed within Peninsular Malaysia. Besides complimenting the existing 
literature on the profiles oi women entrepreneurs and their businesses, this 
study provides insights into the financing practices and difficulties faced by the 
businesses in obtaining external funds to support business start-up, working 
capital and business expansion. 
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